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Movements in Gold and U.S. Dollar Holdings in 1957 


The strengthening of gold and dollar holdings of 
countries outside the United States, which had increased 
at an annual rate of some $2 billion throughout most of 
the period 1952-56, came to an end in 1957. These 
gold and dollar holdings did, in fact, increase further in 
1957, by about $650 million, to $30 billion; however, 
this increase would not have occurred if there had not 
been drawings of some $900 million from the Inter- 
national Monetary Fund. The change from a surplus 
to a deficit in the other countries’ balance of payments 
with the United States was a result of a sharp rise in 
their expenditures on U.S. goods and services and an 
apparent influx into the United States of short-term 
capital, and not to any decline in U.S. purchases and 
other payments abroad, which actually increased during 
1957 for the fourth successive year. 

About three fifths of the increase of $650 million in 
gold and dollar holdings of countries outside the United 
States consisted of gold. Besides adding to their mone- 
tary gold stocks, other countries sold, on balance, $170 
million worth of gold to the United States and made 
gold payments of some $85 million to the Interna- 
tional Monetary Fund. Among the countries that sold 
gold to the United States were Argentina, Spain, the 
Netherlands, and the Philippine Republic. A few coun- 
tries, including El Salvador and Indonesia, made small 
gold purchases in the United States. New gold produc- 
tion in 1957 has been provisionally estimated at $975 
million, and sales of gold by the U.S.S.R. in various 


Europe 


U.K. Government Issue and Exchange Rates 


The U.K. Government has issued £300 million 
5% per cent Funding stock 1982-84; the issue was for 
cash at a price of £98 10s. payable in full on applica- 
tion. The list of applications opened and closed on 
February 14. The Times says that the authorities are 
clearly continuing their recent funding policy with some 
vigor and are determined to maintain full control of the 
long-term gilt-edged market. In some ways, the timing 
of this latest issue is a reflection of the recent success 
of the government broker in selling long-term securities 
held by the public departments to the investing public. 
As became clear in the market on February 11, official 
supplies of the 342 per cent Funding London 1999- 


markets, at some $200 million. Of the aggregate supply 
of gold derived from current production outside the 
U.S.S.R. and from sales by the U.S.S.R., somewhat 
more than one half was added to the gold stocks of 
monetary authorities and international institutions, the 
official gold reserves of countries other than the United 
States rising by some $400 million, to $15.1 billion. At 
the same time, the U.S. monetary gold stock rose by 
$799 million, to $22.9 billion. This was attributable in 
part to the purchases from other countries, noted above, 
and partly to purchases of $600 million of gold from 
the Fund. By the end of 1957, the United States held 
some 58 per cent of the world’s monetary gold reserves 
(excluding those of the U.S.S.R.). 

U.S. dollar holdings of countries other than the 
United States rose in 1957 by $250 million, to about 
$14.9 billion, of which $13.6 billion was in short-term 
assets. Some 55 per cent of these short-term assets 
were in the form of demand and time deposits, 35 per 
cent in U.S. Treasury bills and certificates, and the 
remainder primarily in bankers’ acceptances. U.S. Gov- 
ernment bonds and notes with original maturities of 
more than one year to the amount of about $1.3 billion 
were held mostly by Canada and some Western Euro- 
pean countries. 


Source: Federal Reserve Bank of New York, Monthly 
Review of Credit and Business Conditions, 
New York, N.Y., February 1958. 


2004 (£300 million of which was issued a year ago) 
have been exhausted. 


The timing of the new issue also makes it plain that 
the Government is not afraid of a high long-term rate 
of interest. The issue of two stocks within a few weeks 
of each other, each carrying a 5% per cent coupon, 
has been assumed in some quarters to imply that any 
thought of a bank rate reduction in the near future 
can be ruled out. The Times, however, believes that it 
may be wrong to come to this conclusion: while the 
Government has good reason to maintain relatively 
high long-term rates of interest, current short-term rates 
are still at a crisis level. Thus, while short-term rates 
may eventually be reduced in line with the revival of 
confidence in sterling, this should have little direct effect 
on the long-term rates. The authorities are more inter- 
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ested in funding (i.e., in making official sales of longer- 
term securities and in reducing the floating debt) than 
in getting the long-term rate down from its current level. 
The new issue has two advantages for foreign in- 
vestors: for nonresidents, it is free of U.K. tax, and 
since its earliest maturity date is more than five years 
ahead, it can be subscribed for with security sterling. 
On the day that the issue was announced, security 
sterling closed at $2.76%; less than two weeks earlier, 
it had been below $2.74. It is believed that this latest 
rise reflects the demand from nonresidents wishing to 
take up the new Funding issue and a recent industrial 
issue. Foreign demand, however, has not been confined 
to this type of sterling. In the official market on Feb- 
ruary 11, the pound touched $2.811%,, its highest 
level since August 4, 1954; and in the transferable 
market in Ziirich, it reached $2.7935, its highest rate 
since April 1954. In both cases, sterling is benefiting 
not only from normal commercial transactions but also 
from the slight rebuilding of deposits in London. 
Source: The Times, London, England, February 12, 
1958. 


U.K. Wages and Prices 


It is estimated that in 1957 just over 12% million 
working people in the United Kingdom received in- 
creases in full-time rates of wages; at the end of the 
year, these increases amounted to about £5% million a 
week. About 434,000 workers had their normal work- 
ing hours reduced by an average of about 2% hours a 
week; the index of normal weekly hours of work fell 
from 100 in December 1956 to 99.7 in December 1957. 

The increase in the average full-time weekly rate of 
wages was nearly 5% per cent in 1957. In manufac- 
turing industries alone, the increase was also nearly 
5% per cent, following increases of 7% per cent in 
1956, 6% per cent in 1955, and 5 per cent in 1954. 

Average retail prices rose by about 4% per cent 
during 1957, compared with a rise of about 3 per 
cent in 1956. For food prices as a whole, the increase 
was about 342 per cent, and larger increases were 
recorded for the housing, fuel and light, transport and 
vehicles, miscellaneous goods, and services groups. 
Source: Ministry of Labour Gazette, London, England, 

January 1958. 


Machine Tool Production in United Kingdom 


U.K. production of machine tools continues to run 
well ahead of new orders, and the industry’s order book 
has fallen to its lowest point for three years. There are 
signs that home orders, apparently hitherto unaffected 
by the intensive credit squeeze, have leveled off. Export 
orders also have declined in the past 12 months. The 
value of machine tool output rose in 1957 to roughly 
£95 million, about £10 million above the previous 


peak reached in 1956. The industry also achieved a 
new export record of £28 million, a rise of nearly 
18 per cent over the preceding year, while imports 
decreased. The total value of work outstanding at the 
end of November was about £80 million, a decline of 
£20 million from the end of 1956. 

Source: The Financial Times, London, England, Feb- 

ruary 8, 1958. 


Benelux Economic Union 


The treaty establishing the Benelux Economic Union 
was signed on February 3, 1958 by Belgium, the 
Netherlands, and Luxembourg. It consolidates a series 
of agreements already in effect regarding tariffs and 
trade. It also provides for the free movement among 
the three countries of persons, goods, services, and 
capital; for the coordination of economic, financial, and 
social policies; and for the unification of trade policies. 
Source: Nieuwe Rotterdamse Courant, Rotterdam, 

Netherlands, February 3, 1958. 


Sweden's Defense Expenditures 


Sweden’s defense expenditures in the fiscal year 
1958-59 will be increased to SKr 2,700 million, from 
SKr 2,500 million in 1957-58, according to an agree- 
ment reached by the four democratic parties on Feb- 
ruary 4. A proposal is to be submitted to the Riksdag 
for approval of this agreement and also for a supple- 
mentary agreement on higher taxes on a number of 
consumer goods, such as gasoline, cigarettes, wines, 
beer, and liquors, as well as higher excise duties on 
sugar and electric power. Revenue from the tax in- 
creases is expected to be SKr 390 million. The yield 
from the higher tax on gasoline alone is estimated at 
SKr 100 million. 

Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, February 7, 1958. 


Consumption in Sweden 


A survey of trends in private consumption in Sweden 
during the years 1931-56, made by the Swedish Asso- 
ciation of Commercial Banks (Bankforeningen), indi- 
cates that consumption per capita increased by 60 per 
cent during the period, that is, by more than 2 per cent 
per annum. Total private consumption (in 1955 prices) 
rose from SKr 14.4 billion in 1931 to SKr 27.6 billion 
in 1955. Consumption indicated by the item “travel” 
was four times as large in 1955 as in 1931; the relative 
share of “food,” “clothing,” and “rent” in 1955 was 
the same as in 1931. Food prices in 1955 were three 
times those in 1931, while “rent” had risen by only 
50 per cent. 

The share of private consumption in the gross national 
product decreased from 74 per cent in 1931 to 57 per 
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cent in 1955, while investment rose from 18 per cent 
to 30 per cent. 


Source: Svenska Dagbladet, Stockholm, Sweden, Feb- 
ruary 1, 1958. 


Italian "Foreign Capital Accounts” 


The Italian Foreign Exchange Office has notified 
banks that, effective February 1, 1958, “foreign capital 
accounts” may be opened by residents of countries 
other than those with which Italy has bilateral agree- 
ments (Albania, Bulgaria, Czechoslovakia, Ecuador, 
Iran, Israel, Paraguay, Poland, Rumania, and Spain). 
These accounts replace the “foreign ordinary accounts” 
of residents of free currency countries, EPU countries, 
and other countries with which Italy has no bilateral 
agreements. Unlike the “foreign ordinary accounts,” 
the “foreign capital accounts” are not designated accord- 
ing to the country of residence of the holder. 

The new “foreign capital accounts” carry greater 
facilities than the old “foreign ordinary accounts.” They 
may be credited with the lira proceeds of sales in the 
official market of convertible currencies and currencies 
of members of the European multilateral arbitrage 
scheme, with transfers from accounts in convertible or 
transferable lire, with the proceeds of sales of foreign 
banknotes in the free market, with the proceeds of sales 
of investments in Italy, and with income arising from 
such investments. The accounts may be drawn upon 
for investment in Italy, for expenditure in connection 
with the administration of investment in Italy, for cur- 
rent personal expenses in Italy, and for the purchase of 
foreign banknotes on the free market. 

Dr. Guido Carli, the Italian Minister of Foreign 
Trade, has stated that the new measures establish a link 
between the existing capital accounts of residents of con- 
vertible currency, EPU, and other nonbilateral coun- 
tries, on the one hand, and the existing free market for 
foreign banknotes, on the other hand. They, in fact, 
create a free exchange market for financial transfers 
and certain other nontrade transactions, similar to that 
existing in other European countries, e.g., Belgium. 
They are one step in the direction of creating a free 
flow of capital between Italy and other countries, which 
is one of the declared aims of the European Economic 
Community. 

Sources: 24 Ore, Milan, Italy, January 14 and 24, 
1958. 


German Foreign Investments 


German investment abroad in the fourth quarter of 
1957 amounted to DM 98 million, according to a 
report published by the West German Ministry for 
Economic Affairs. For the entire year 1957, the total 
was DM 496 million, somewhat less than the 1956 total 
of DM 527 million. 


Investment abroad since February 1952 has amounted 
to DM 1.7 billion. The largest share was invested in 
Europe, which received DM 596 million. Central and 
Latin America received DM 514 million; Canada, 
DM 224 million; the United States, DM 185 million; 
Africa, DM 93 million; Asia, DM 76 million; and 
Australia, DM 51 million. 

Investment projects abroad of the iron and steel 
industry were the most substantial, totaling DM 294 
million; those of the chemical sector were DM 223 mil- 
lion. Large investments were also carried out by the 
electrical, machinery, and automobile industries. 
Source: Bulletin des Presse- und Informationsamtes 

der Bundesregierung, Bonn, Germany, Febru- 
ary 1, 1958. 


Austria's Trade and Payments Position 

Austria’s balance of payments position, which had 
changed from a considerable deficit in 1955 to a surplus 
in 1956, improved further in 1957. During the first 
three quarters of 1957, exports (including $30.9 mil- 
lion worth of compensation deliveries to the Soviet 
Union) amounted to $832.7 million, and imports to 
$755.4 million. Although the trade deficit of $77.3 mil- 
lion was larger than the 1956 deficit, it was more than 
covered by net receipts of $122.5 million on account 
of invisibles, notably tourism ($106.7 million in the 
first three quarters of 1957; against $92.6 million in 
the year 1956). The balance of payments surplus on 
goods and services account for the first three quarters 
of 1957 was $45.2 million, and the over-all surplus— 
allowing for net capital inflow and unrecorded trans- 
actions—amounted to $88.7 million. 

According to preliminary figures for the whole year 
1957, recently released by the Austrian Central Office 
of Statistics, Austria’s foreign trade attained new rec- 
ords. Imports ($1,128 million) exceeded the 1956 
level by 15.9 per cent, and commercial exports ($978 
million, excluding unrequited exports to the Soviet 
Union) rose by 15.2 per cent. The commercial trade 
deficit ($150 million) was about $25 million greater 
than in 1956. 

Balance of payments data for the fourth quarter of 
1957 are not yet available, but there are indications that 
the payments position continued favorable. The gold 
and foreign exchange holdings of the Austrian National 
Bank increased from $406 million at the end of 1956 
to $510 million at the end of 1957, an increase consid- 
erably greater than that in 1956 ($49 million). 


Sources: Osterreichische Nationalbank, Mitteilungen, 
Vienna, Austria, November 1957; Austrian 
Information Service, Austrian Information, 
New York, N. Y., February 8, 1958; Inter- 
national Monetary Fund, /nternational Finan- 
cial Statistics, Washington, D. C., February 
1958. 
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Austrian Tax Receipts 


Tax receipts of the Austrian Federal Government 
were 24.9 billion schillings in 1957, thus exceeding the 
1956 total by 3.65 billion schillings, or 17.1 per cent. 
The rate of increase for various tax categories varied 
considerably. Receipts from wage taxes increased by 
30.8 per cent, income tax receipts by 14.4 per cent, 
receipts from tariffs by 17.6 per cent, and receipts 
from turnover taxes by 8.2 per cent. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 25, 1958. 


U.S. Economic Aid Agreement with Poland 


The United States and Poland have signed an aid 
agreement totaling $98 million. Shipments of surplus 
farm commodities against payment in zlotys, under 
Public Law 480, will provide $73 -million of the total. 
The remainder, a loan of $25 million, will enable Poland 
to purchase machinery, medical equipment, and other 
commodities in the United States. Interest on the loan 
will be at 4% per cent, and repayment will be made 
over a 20-year period beginning in 1963. This agree- 
ment is in addition to the assistance totaling $95 million 
that was extended by the United States to Poland in 
June 1957 (see this News Survey, Vol. IX, p. 387). 
Source: The Wall Street Journal, New York, N.Y., Feb- 

ruary 17, 1958. * 


Middle East 


Suez Canal Company Compensation 
The International Bank for Reconstruction and 
Development announced that discussions arising out of 
the decree of the Government of Egypt nationalizing 
the Suez Canal Company would be opened in Rome on 
February 19 between representatives of the Egyptian 
Government and representatives of the shareholders, 
under the auspices of the Bank. These discussions are 
directed toward a settlement of the compensation to be 
paid to the shareholders. 
Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D. C., February 13, 1958. 


Israeli Securities with Purchasing Power Guarantees 


By the end of 1957 the nominal value of all the 
linked debenture issues in Israel was 1£123 million, or 
about one half of the total value of the securities reg- 
istered on the Tel-Aviv Stock Exchange. Provident and 
pension funds, which have made rapid progress in 
Israel in recent years, have contributed substantially to 
the demand for these securities. At the end of 1956, 
600 such funds were in operation in Israel, covering 
240,000 workers, and with accumulated funds of some 
1£185 million, of which about I1£15 million was invested 
in linked securities through the intermediary of the 
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Gmul Investment Corporation, which acts as the central 
investment agency for most of the provident funds. 
Israeli insurance companies decided in 1957 to stim- 
ulate the local sale of life insurance policies, which have 
hitherto accounted for only a small fraction of savings 
in Israel, by linking them to the U.S. dollar exchange 
rate or the Israeli cost of living index. For this pur- 
pose, they entered into a joint agreement with the 
Palestine Electric Corporation to lend to the lattec, on 
terms including a linking clause, a sum of I£5 million 
per annum for a period of five years. 
Source: Bank Leumi le-Israel B.M., Review of Eco- 
nomic Conditions in Israel, Tel-Aviv, Israel, 
January 1958. 


Iraq's Currency Cover 
As a result of negotiations with the Bank of England, 
Iraq is entitled to purchase ID 10 million of gold from 
the Bank. The first consignment was due to arrive in 
Baghdad in January 1958, and two other consignments 
are scheduled for delivery in November 1958 and No- 
vember 1959. This purchase of gold will double the 
National Bank of Iraq’s holdings of gold and convertible 
currencies, which currently constitute approximately 
20 per cent of the note cover. 
Sources: Middle East Economist and Financial Service, 
Forest Hills, N. Y., December 1957; Middle 
East Economic Digest, London, England, 
January 3, 1958. 


lraqi Exports 


In spite of measures taken by the Government of 
Iraq to encourage barley exports, a considerable part 
of the barley that is available for export this season— 
estimated at 500,000 tons—is expected to remain 
unsold by the end of the season. In December 1957, 
the Grain Board estimated that 150,000 tons had been 
exported following the announcement that a subsidy of 
ID 1 per ton would be paid on all barley exported by 
the end of February 1958; and it then expected that 
another 50,000 tons would be exported by the end of 
February. New measures are being considered to facili- 
tate the export of the 300,000 tons still available. In 
addition, the Grain Board is speeding up measures to 
improve the cleaning facilities for barley at the port of 
export, since poor quality is considered an important 
factor for the slow movement of exports. 

The Government is also taking measures to introduce 
Iraqi cement on foreign markets, especially in Persian 
Gulf countries. In addition to a reduction of railroad 
rates, cement has been exempted from export duties. 
These measures are expected to bring the price of Iraqi 
cement to a competitive level. 

Source: Middle East Economic Digest, London, Eng- 
land, January 31, 1958. 
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Budget for Iraq 


Budgetary estimates (excluding development expen- 
ditures) for the fiscal year beginning April 1, 1958, 
passed by Iraq’s Council of Ministers and presented to 
Parliament, provide for expenditure of ID 76.9 million 
(ID 6.3 million less than the estimate for the preceding 
fiscal year) and revenue of ID 73.6 million ( a decrease 
of ID 5.2 million). The drop in revenue reflects lower 
oil receipts. Receipts from customs duties and income 
taxes, however, may be larger than budgeted. Any 
deficit is expected to be financed by drawing on cash 
balances. 

Sources: The Iraq Times, Baghdad, Iraq, December 31, 
1957; The Ottoman Bank, A Review of 
Middle Eastern Trade, London, England, 
January 1958. 


Hydroelectric Power in Afghanistan 


New hydroelectric, diesel, and steam power plants in 
Afghanistan, with a total capacity of 25,720 kw. were 
to be put into operation before the end of 1957. This 
total includes the Sarobi hydroelectric power station, 
with a capacity of 22,000 kw., which has been com- 
pleted recently. When Sarobi was in partial operation 
in 1957, it supplied power to Kabul; now that it is 
completed it can supply the large Gulbahar textile fac- 
tory and the cement factory at Jebel Zerja. A number 
of other power stations are under construction. 
Source: Middle East Economist and Financial Service, 

Forest Hills, N.Y., December 1957. 


Far East 
Indian Exports of Engineering Goods 


According to the members of a trade delegation 
sponsored by the Indian Engineering Export Promotion 
Council, which has been visiting Malaya, Thailand, and 
several other neighboring countries en route to Japan, 
India is now in a favorable position to increase its 
exports of light engineering products and manufactured 


consumer goods to Southeast Asia. The delegation 

expressed the view that, owing to the high quality and 

relatively low. prices of Indian engineering products, 
it would be possible to double their export to Southeast 

Asia from the current figure of approximately US$5.5 

million to $11 million within a year or two. At the 

present time, India is exporting 112 different types of 
engineering goods to 42 countries, mainly in Africa, the 

Middle East, and South and Southeast Asia. 

Sources: The Financial Times, London, England, Feb- 
ruary 6, 1958; Information Service of India, 
Indiagram, Washington, D. C., February 7, 
1958. 


Ceylon’s Trade Deficit 


Ceylon had a trade deficit of Rs 123 million 
(US$26 million) in 1957, in contrast to a surplus of 
Rs 480 million ($101 million) in 1955 and of Rs 106 
million ($22 million) in 1956. Strikes in the Port of 
Colombo and the fall in the prices of tea and rubber are 
two chief factors contributing to the 1957 deficit. 
Source: The Financial Times, London, England, Feb- 

ruary 4, 1958. 


Ceylon’s Trade with Mainland China 


From November 22, 1957, registered Ceylonese 
traders have been allowed to import directly goods 
originating in Mainland China, and to export goods 
other than rubber to China, on licenses issued at the 
discretion of the Controller of Imports and Exports. 
The practice of arranging trade only through govern- 
ment agencies has been discontinued. 

Source: The Ceylon Government Gazette, Colombo, 
Ceylon, November 23, 1957. 


Export and Import Prices of Japan 


Japanese price indices for both exports and imports 
were higher in 1957 than in 1956, with import prices 
rising more than export prices, according to the sta- 
tistics of the Ministry of Finance. The monthly aver- 
age for the export price index in 1957 was 97.4 
(1953 = 100), only 1 per cent above the 1956 average; 
the monthly average for the import index rose by 
5.7 per cent, to 101.4. Therefore, although the exces- 
sive expansion in the volume of imports was the main 
factor accounting for the deterioration in the balance 
of payments in 1957 (see this News Survey, Vol. X, 
p. 222), the decline in the terms of trade also made a 
contribution. Generally speaking, export prices showed 
a rising trend in the first half of last year, but moved 
down in the second half; import prices rose without 
interruption until May and then turned downward in 
the following months. 

Data by commodity groups show increases in 1957 
in the export price indices for metals and products 
(8.0 per cent), machinery (2.6 per cent), and food and 
beverages (1.5 per cent). Declines occurred in the 
indices for pharmaceutical and chemical products 
(2.0 per cent), lumber, paper, and their products 
(2.0 per cent), nonmetallic mineral products (1.9 per 
cent), miscellaneous goods (0.9 per cent), and textile 
goods (0.8 per cent). 

For imports, the price indices showing increases 
were mineral fuels (13.2 per cent), minerals and metals 
(9.8 per cent), foodstuffs (7.5 per cent), and raw 
materials for textiles (2.1 per cent); decreases were 
reported for animal and vegetable materials (5.4 per 
cent), pharmaceutical and chemical goods (5.4 per 
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cent), lumber and pulp (2.0 per cent), and oils and 
fats (1.6 per cent). 
Source: Bank of Tokyo, Weekly Review of Economic 


Affairs in Japan, Tokyo, Japan, February 8, 
1958. 


United States and Canada 


Reserve Requirements of U.S. Banks 


The Board of Governors of the Federal Reserve Sys- 
tem has reduced by 2 of 1 per cent the ratio of reserves 
to demand deposits which member banks are required 
to maintain. The reductions for New York and 
Chicago banks, from 20 per cent to 19% per cent, 
and for reserve city banks, from 18 per cent to 17% 
per cent, will be effective February 27. For country 
banks, the reduction from 12 per cent to 114% per cent 
will be effective March 1. The action will release about 
$500 million from present reserve requirements and 
will make it possible for the country’s commercial banks 
to increase their loans by about $3 billion. The present 
reduction is smaller than the 1-2 per cent cuts made in 
1953 and 1954 to combat the economic recession during 
that period. 


Source: The Washington Post and Times-Herald, 
Washington, D.C., February 20, 1958. 


U.S. Business Conditions 


The index of industrial production in the United 
States fell 3 points in January, to 133 per cent of the 
1947-49 average; it was thus 8 per cent below the index 
recorded last summer and 9 per cent below that for 
January 1957. Curtailment in durable goods produc- 
tion continued to account for most of the decline in 
total output. Steel mill operations, which had been 
sharply reduced in December, decreased further in 
January and early February. At 90 per cent of the 
1947-49 average, output of steel ingots was somewhat 
below the mid-1954 low. Private housing starts rose in 
January to a seasonally adjusted annual rate of 
1,030,000 units; at this rate, they were 8 per cent above 
the low levels of early 1957. Seasonally adjusted retail 
sales continued to rise in January and were close to the 
record levels of last summer and 4 per cent above sales 
in January 1957. In the five weeks ended February 5, 
business loans by reporting banks in large cities fell by 
$1.8 billion, almost twice the decrease in the comparable 
period last year. Repayments of sales finance compa- 
nies, food processors, and trade concerns were unusual- 
ly large, and loans to most other categories of borrowers 
declined. 

Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D.C., 
February 14, 1958. 


Interest Rates in Canada 


As the demand for bank loans in Canada became 
more moderate during the late months of 1957 and in 
early 1958, banks again built up their holdings of gov- 
ernment securities, which had been falling off since 
mid-1955S—except in the first nine months of 1957, 
when they increased slightly. As a consequence, interest 
rates (which had reached a peak in August 1957) 
continued to drop. The treasury bill rate, which had 
declined from 4.08 per cent in August to 3.51 per cent 
in the third week of November, was 2.99 per cent on 
February 6. This is the lowest rate reached since 
August 1956. The discount rate, which is fixed weekly 
at % per cent above the treasury bill rate, fell corre- 
spondingly, to 3.24 per cent. The prime rate for com- 
mercial credits of banks was reduced to 5% per cent, 
from 5% per cent in December 1957. It may be 
assumed that the decline in these rates will be followed 
by lower rates for mortgages and other long-term secu- 
rities. 

Source: The Financial Post, Toronto, Canada, Febru- 
ary 15, 1958. 


Latin America 


Peruvian Stabilization Policy 


The Peruvian Government's plan for maintaining 
economic stability (see this News Survey, Vol. X, 
p. 249) is based upon four main principles: a down- 


BALANCE OF PAYMENTS YEARBOOKS 


Volume 8 of the Yearbook series covers 71 countries 
and brings together in convenient form the latest revised 
basic data for the years 1950-54, replacing statistics 
published in earlier volumes. It includes a statement of 
the concepts and definitions employed as a theoretical 
basis for the compilation of the balance of payments data 
for all the countries, and gives comprehensive notes for 
each country. 

Volume 8, together with Volume 5 and Volume 9, 
provides a record of balance of payments data for the 
entire period 1947-first half 1957. Volume 5, covering 
the years 1947-53, was published in 1954. Volume 9, 
covering 1955-56, is being published currently as a series 
of loose-leaf sections; the first sections were issued in 
May 1957 and the last will be issued in April 1958. 

Volumes 5 and 8 are cloth bound; Volume 9 is avail- 
able only in loose-leaf form. Price for each volume is 
US$5.00 or the equivalent in other currencies. A binder 
for filing the sections of Volume 9 may be purchased 
separately for US$3.50. 


The Secretary 


International Monetary Fund 
19th and H Streets, N.W., Washington 25, D.C. 
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ward readjustment of fiscal expenditures; enforcement 
of the present reserve requirements; the termination of 
deficit financing through central bank credit; and an 
increase in fiscal revenue. The Finance Minister has 
stated that the Administration is not considering the 
reimposition of any regimen of controls. 

With a view to balancing the budget, a bill has been 
submitted to the legislature under which additional tax 
receipts of S$/. 300 million will be collected by increas- 
ing specific import duties. These receipts will be applied 
to the fiscal deficits of 1956 and 1957 and later will be 
used to form a central bank stabilization fund. The 
collection of taxes in arrears is expected to bring in 
another S/. 200 million, while government expenditures 
are to be further limited. 

Central Reserve Bank credit to the government banks 
will be no more than is appropriate to achieve the 
objectives of the stabilization program. In order to 
enforce the statutory reserve requirements against 
commercial bank deposit liabilities, a penalty rate of 
interest is being applied. Efforts will be made by the 
Central Reserve Bank to reduce gradually the volume 
of member bank rediscounts. Part of the Government's 
funds will gradually be transferred from commercial 
banks to the Central Reserve Bank, and reimbursement 
is to be effected at the due date of all rediscounts made 
in the Central Reserve Bank. 

Source: Banco Continental, News Letter, Lima, Peru, 
February 7, 1958. 


Argentina's Wool Exports 
After extensive studies of market conditions, the 
Argentine Government in January made several conces- 
sions designed to encourage the marketing of wool 
abroad. Sales of greasy wool for export were exempted 
from the 8 per cent sales tax; the 5 per cent exchange 
retention was abolished; and the 10 per cent reduction 
in aforos made last November was prolonged indefinite- 
ly instead of expiring, as originally intended, on Janu- 
ary 31. Additional reductions, ranging between 15 per 
cent and 22 per cent, have also been made in the aforos 
for certain types of wool. 
Source: First National Bank of Boston (Buenos Aires 
Branch), The Situation in Argentina, Buenos 
Aires, Argentina, January 27, 1958. 


Other Countries 


Australian Balance of Payments 


Although Australia’s export receipts in the first half 
of the financial year 1957-58 (ending June 30, 1958) 
were adversely affected by a general decline in world 
commodity prices, the value of total exports from Aus- 
tralia in this period, at £A 454 million, was £A 6 mil- 


lion more than in the first half of the financial year 
1956-57. Exports of wool and sheepskins amounted to 
£A 221 million, compared with £A 210 million in the 
earlier period. The quantity of wool exported was 
greater than in the comparable period of 1956-57, and 
exports early in the season included wool which had 
been sold in 1956-57 at higher prices. The current 
estimate of wool production for 1957-58 is 1,463 mil- 
lion pounds, compared with 1,565 million pounds in 
the previous season. Wheat and flour exports in the 
first half of 1957-58, at £A 27 million, were £A 20 
million less than in the first half of 1956-57. The fall 
in wheat production as a result of the dry season, and 
the reduction in stocks following the heavy exports and 
small crop of 1956-57, have resulted in a considerable 
decline in wheat available for export in 1957-58. Stocks 
of wheat and flour totaled 41.4 million bushels at the 
end of November 1957, less than half the figure a year 
earlier. Production of meat was at a high level during 
the early part of 1957-58, with the result that, although 
prices were generally lower overseas, the value of meat 
exported in the first half of the financial year was £A 31 
million, about one quarter more than in the correspond- 
ing period of 1956-57. The value of exports of dairy 
products was considerably lower than in the earlier 
year, mainly as the result of a large reduction in the 
quantity of butter exports, which was due to the dry 
season. In addition, prices in the United Kingdom were 
below those in the previous year. The value of imports 
increased from £A 360 million in the first half of 
1956-57 to £A 395 million in the first half of 1957-58. 
This increase reflects the easing of import restrictions 
earlier in 1957. 


The deficit on invisible account, at £A 96 million, 
was £A 10 million greater than in the first half of 
1956-57. Part of the increase was due to an increase 
in freight payable overseas. Some other payments also 
rose, and receipts from foreign travelers were less than 
in the first half of 1956-57, which covered the period 
of the Olympic games. 


There was thus a current account deficit of 
£A 37 million in the second half of 1957 (in July- 
December 1956 there was a surplus of £A 2 million). 
Net capital inflow in July-December 1957 totaled £A 60 
million, against £A 68 million in the corresponding 
period of the previous year. This £A 60 million includes 
a net inflow of £A 5 million from official loans and 
other capital transactions. Drawings of $16.8 million 
were made on the fifth loan ($50 million) from the 
International Bank for Reconstruction and Develop- 
ment and of $5.3 million on the Qantas Airline loan 
that had been arranged with the IBRD; against these 
drawings, repayments of $4.4 million were made 
on earlier IBRD loans. The remainder of the capi- 
tal inflow includes undistributed income of overseas 
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companies, other capital movements on private account, 
and the balancing item which covers various unidenti- 
fied short-term movements of funds and other omis- 
sions and errors in the remainder of the estimates. 


Australia’s gold and foreign exchange holdings rose 
from £A 567 million at the end of June 1957 to £A 590 
million at the end of December 1957; this is £A 165 
million higher than holdings at the end of 1956. 
Source: Commonwealth Treasury, Treasury Informa- 

tion Bulletin, No. 9, January 1958, Canberra, 
Australia. 


Australian Wool Prices 


By the middle of December, prices for merino wools 
at Australian auctions had fallen 25 per cent below 
those ruling at the beginning of the season in July. The 
fall for crossbred wools had been about 20 per cent. 
Prices were firmer at the final December auctions, and 
by the third week in January there had been a recovery 
of some 2% per cent. 

Source: National Bank of Australasia, Wool Letter, 
Melbourne, Australia, January 25, 1958. 


South African Interest Rates 


The Governor of the South African Reserve Bank has 
announced an increase, by “% percent from February 13, 
in the entire pattern of rates for open market opera- 
tions in South African Government securities. The 
decision was taken after consultation with the Treasury 
and the National Finance Corporation. Henceforth, 
the Reserve Bank’s bid prices for government stocks 
with a maturity of between 3 and 5 years will be based 
on a net yield to redemption of 4% per cent per annum; 
and for maturities exceeding 15 years, 5 per cent. The 
Reserve Bank has also recommended to the Treasury 
that rates for treasury bills be raised by 4% per cent in 
order to bring them into line. 

The increases in market rates for short-, medium-, 
and long-term government securities are designed as a 
counterweight against the current trends in the gilt- 
edged market, in view of the expected increases in the 
demand for capital in the public sector as a whole. The 
Reserve Bank sees no reason, however, for changing its 
bank rate from 4.5 per cent, the rate that has been in 
effect since September 29, 1957. 

Source: The Times, London, England, February 12, 
1958. 


Credit Squeeze in Federation of Rhodesia and Nyasaland 


The Government of the Federation of Rhodesia and 
Nyasaland has asked the commercial banks and the 
merchant banks to reduce the total of their bills and 
advances “significantly” by April 30. The minimum 
deposit required on all hire-purchase transactions has 


been increased to at least 50 per cent, and the period 

for payment has been reduced from 18 months to 15 

months, or from 36 months to 24 months, the length 

of the period depending on the goods purchased. The 

Government stated that it will not hesitate to “resort 

to further measures if these should appear to be 

necessary.” 

The credit restrictions followed a report that the 
sterling reserves of the Federation fell by £47 million 
during 1957, to approximately £100 million at the end 
of the year. The year-end figure represents about four 
and a half months’ overseas payments at the average 
rate of such payments in 1957. Of the total decline 
in 1957, £30 million occurred during the last quarter. 
With regard to import policy, a Federal Treasury state- 
ment said, “The Government believes that measures to 
control the physical volume of imports by the reimpo- 
sition of wartime controls, which have been relaxed only 
recently, would not be justified by the present level of 
reserves.” 

The effort to reduce bank credits, and the announce- 
ment that the existing import controls will remain in 
force for the first six months of 1958, are generally 
ascribed to the fall in the price of copper, the Federa- 
tion’s major export item. Some months ago the Federal 
Treasury had announced a drastic economy drive 
because of the adverse effect of the lower copper price 
on the income from tax payments of the copper mines. 
More recently, the Federal Government decided to 
shelve, at least for the time being, the recommendations 
of engineering consultants that a large section of the 
Rhodesia Railways should be electrified at a cost of 
some £23.5 million. So far, however, no drastic alter- 
ations seem to have been made in the main features 
of the £138 million four-year development plan pub- 
lished in June 1957 (see this News Survey, Vol. X, 
p. 24). 

Sources: The Times and The Financial Times, Lon- 
don, England, January 31, 1958; Department 
of Commerce, Foreign Commerce Weekly, 
Washington, D.C., February 10, 1958. 
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